ST 98-0404-G L 12/14/1998 MEDI CAL APPLI ANCES

Medi ci nes and nedi cal appliances are not taxed at the normal rate of
6.25% These itens are taxed at a lower rate of 1% See 86 Ill. Adm
Code 130.310. (This is a AL.)

Decenmber 14, 1998

Dear M. XXXXX:

This letter is in response to your letter dated Septenmber 14, 1998. The
nature of your letter and the information you have provided require that we
respond with a CGeneral Information Letter which is designed to provide general
information, is not a statenent of Departnent policy and is not binding on the
Departnent. See 86 IIl. Adm Code 1200.120(b) and (c), encl osed.

In your letter, you have stated and nmade inquiry as follows:

COMPANY is the nation's largest supplier of PRODUCT. W are |ocated
in CITY/ STATE. Al product is ordered by phone, and we ship via the
United States Postal Service or United Parcel Service.

W have recently expanded our product line to include inpotence
devi ces. The device nust be ordered by a physician's prescription.
(I have attached information on the device for your review)

In order to conply with each state's sales tax rulings, we need to
determine if we should be collecting sales tax on the sale of these

itens. Is an inpotency device, when prescribed by a physician,
taxable in your state? Please fax your response to nmy attention at
et

Thank you in advance for your pronpt reply.

Al'l gross receipts from sales of tangible personal property in Illinois are
subject to Retailers' GOccupation Tax wunless an exenption is specifically
provi ded.

Medi ci nes and nedi cal appliances are not taxed at the normal rate of 6.25%
These itens are taxed at a lower rate of 1% See the enclosed copy of 86 I11.
Adm Code 130.310. |Itens subject to this lower tax rate include prescription and
nonprescription nedicines, drugs, nedical appliances, and insulin, urine testing
utensils, syringes, and needl es used by diabetics, for human use.

A nedicine or drug is defined as any pill, powder, potion, salve, or other
preparation intended by the manufacturer for human use and which purports on the
| abel to have nedicinal qualities.



A nedical appliance is defined as an item which is intended by its
manuf acturer for use in directly substituting for a malfunctioning part of the
body. See part (c) of Section 130.310. Medi cal devices that are used for
di agnostic or treatment purposes do not qualify for the |ower tax rate.

In general, in order to qualify as a nedical appliance, the product mnust
directly substitute for a malfunctioning part of the body. Sonme of the products
specifically listed in the regulation as qualifying for the reduced rate are hone
gl ucose nonitors, honme blood glucose test strips and related supplies used to
treat human di abetes. O her products that directly substitute for a
mal functioning part of the body include urological catheters, |eg bags, ostony
pouches and drain bags, and mastectomny prosthetic devices such as forns and bras.
CGeneral ly, vacuum erection devices qualify as nedical appliances and are eligible
for the lowrate of tax

Pl ease note that supplies, such as non-sterile cotton swabs, disposable
di apers, toilet paper, tissues and towelettes and cosnetics, such as |ipsticks,
perfunme and hair tonics do not qualify for the reduced rate. Sterile dressings,
bandages and gauze do qualify for the reduced rate.

I hope this information is helpful. The Department of Revenue maintains a
Wb site which can be accessed at ww. revenue.state.il.us. If you have further
guestions related to the Illinois sales tax |aws, please contact the Departnent's

Taxpayer Information Division at (217) 782-3336.

If you are not under audit and you wish to obtain a binding Private Letter
Rul i ng regardi ng your factual situation, please submt all of the information set
out initens 1 through 8 of the enclosed copy of Section 1200.110(b).

Very truly yours,

Mel anie A. Jarvis
Associ at e Counsel

MAJ: msk
Enc.



